
RESOLUTION NO. 17 - 9/

Road & Bridge Department

Lease Purchase of One John Deere Grader

WHEREAS, the five-year leases of three Caterpillar graders have expired
and Bonner County Board of County Commissioners desires to lease purchase one
John Deere 772G Motor Grader as two have already been replaced; and

WHEREAS, On October 3rd, 2017 the Board of County Commissioners of
Bonner County, Idaho approved a Municipal Lease Purchase Agreement with
Columbia State Bank for one John Deere 772G Motor Grader in the amount of

$280,350 including interest and closing payment, for a period of five years, with
interest at 2.35% per annum.

NOW, THEREFORE, BE IT RESOLVED Glen Baily, Chairman, is
authorized to sign all bank documents.

FURTHER RESOLVED Glen Baily, Chairman of The Board of
Commissioners of Bonner County, Idaho hereby certifies that the following
Resolution was adopted at the meeting held on October 3rd, 2017.

ADOPTED as a Resolution of the Board of County Commissioners of
Bonner County, Idaho upon a majority vote on the 3'̂ '̂ day of October, 2017.

BOARD OF BONNER COUNTY COMMISSIONERS

Glen Bailey, Chairm:

/)35BA:i'r

Jea (^nnolly. Commissioner

ATTEST: Michael W. Rosedale
Daniel McDonald, Commissioner ^ ^ ^

By

Dq^ty Clerk



From

Re:

BONNER COUNTY ROAD & BRIDGE
1500 Highway 2, Suite 101 • Sandpoint, ID 83864 • Phone: 208-255.5681 Fax: 208-263.9084

email: roads@.bonnercountvid.gov

Memorandum

October 3, 2017

Bonner County Commissioners

Steve Klatt, Director
Road & Bridge Department

ROAD&

BRIDGE

Item #1

Approval of Columbia State Bank Municipal Lease Purchase Agreement for
One John Deere 7720 Grader

The BonnerCounty Road &Bridge Department requests approval bythe Board of County
Commissioners of the Columbia State Bank Municipal Lease Purchase Agreement and
Resolution 17- for the lease purchase of a 2017 John Deere 772G Motor Grader,
Vin#1 DW772GXJHF682744. The grader will be leased for a period of five years at 2.35% with
a guaranteed buy back from Pape Machinery. The total lease purchase amount including
interest is $256,428.24 after the closing payment of $23,921.76.

The lease purchase of the grader shall be funded under Account No. 002-9350, Capital - Lease
Expenditures.

Distribution: XX

XX

XX

Review:

Electronic Copies to BOCC Office
Original to Road and Bridge Department
Copy to Auditing
Legal Review - Approved May 16, 2017

A suggested motion would be: I move to approve the Columbia State Bank Municipal Lease
Purchase Agreement and Resolution /'?- ^/for the lease purchase of one 2017 John Deere
772GMotor Grader for a period of five years at 2.35% with a guaranteed buy back from Pape
Machinery for a total lease purchase amount including interest of $256,428.24 and to approve
the Chairman of the Board of Coimty Commissioners to sign the agreement administratively.

Recommendation Acceptance: YesD No • Date: ^ /os/iy
Commissioner Glen Bailey, Chairman



m CoiimibiaBank
Sandpoint Branch

414 Church Street, Ste. 100
P.O. Box 967

Sandpoint, ID 83864

May 31, 2017

Mr. Don Hutson, P.E.
Road and Bridge Director
1500 Highway 2, Suite 101
Sandpoint, ID 83864

Re: Lease Purchase of Graders

Dear Mr. Hutson:

Thank you for the email ofMay 18"' notifying us that we were awarded the bid for the
County's purchase of three new 2017 motor graders. Because one ofthe three graders
cannot be delivered until August or September ofthis year, Columbia State Bank is happy
to modify :ts bid, dated May 3, 2017, as follows for the purpose ofseparating the purchase
into two separate municipal leases:

Borrower:

Purpose:

Lease Amount:

Interest Rate:

Interest Caicuiatlon
Method:

Payments:

Lease Term:

Bonner County, Idaho

1) Municipal lease for the purchaseof two 2017 CAT 140
M3 AW^T) Motor Graders from Western States Equipment
Company in Spokane, WA fortheamount of$613,749.68;
and

2) Municipal lease tor the purchaseofone John Deere 772G
6WD Motor Grader from Rowand Machinery inSpokane,
WA for the amount of $280,350.00.

1)Approximate $561,379.53 (Western States)
2) Approximate $256,428.24 (Rowand Machinery)

Tax-exempt interest rate would be a fixed rate of 2.35%.
Non tax exempt rate of 3.61%.

Interest on this Note is computed on an actual/360 basis; that
is, byapplying the ratio of the interest rate over a year of 360
days, multiplied by theoutstanding principal balance,
multiplied bythe actual number ofdays the principal balance
is outstanding. All interestpayableunder this Note is
computed using this method.

1) Please see Table "A".
2) Please see Table "B".

Annual payments through 2022.



Lease Origination

Or Documentation Fees: None

Prepayment Fee: None

Collateral! 1) Two (2) 2017 CAT 140 M3 AWD Motor Graders, and one
2) One (I) John Deere 772G 6WD Motor Grader.

Annual Financial

Reporting Reouirements: Reporting requirements; CPA prepared audited financial
statements will bedue within 270- days after each fiscal year
end; Road and Bridge annual budget, once
approved/adopted, due 30days prior to fiscal year end with a
notice ofintent to renew lease for an additional year.

Specific Requirements:

In order to proceed with the Lease/Purchase, Columbia Bank will need acopy ofthe
following;

o Certified copy ofCounty Commissioner's Meeting Minutes prior to
preparation oflease purchase documents, and a Resolution at time ofclosing,
both of which:

o Approve entering into two separate Lease/Purchase agreements,
o Identify and authorize 3igner(3)s on behalfof Bonner County,
o Specify the interest rate,
o Specify the length of the term
o Names the bank financing the Lease/Purchase

o Attomey's Opinion letter at closing;
o Completed, executed IRS tax form 8038-G at closing (we will supply the blank

form);
o Name ofinsurance Company, policy number, and agent's name, address and phone

number prior to preparation of leasepurchase documents; and
o Verification ofthe equipment buy back from Western States Equipment Company

inSpokane, WA and Rowand Machinery in Spokane, WA prior to preparation of
lease purchase documents.

The bid offer, described above, is good until June 30® 2017 unless an extension is
requested and approved.

If there are any questions that we may answer please feel free to call Hugh Gavin at (208)
265-3306.

VERBAL AGREEMENTS OR VERBAL COMMITMEiNTS TO LOAN MONEY,
EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A
DEBT ARE NOT ENFORCEABLE LTVDER IDAHO LAW.

Very truly yours,

Hugh D. Gavin
Commercial Loan Officer
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TABLE"A"

Bonner County Road &Bridge Department will make one payment at the time the Lease
closes in the amount of$52^70.15. The closing for the Lease is anticipated to occur in

r 11 The initial Lease amount, after the closing payment, will be $561,379.31.
VjJeST^A. Balloon payment of$390,000 which equals the buyback amount.

-3 j Payment ttimber
Lease Cloaing

1
2 '
3

4

Paym^O^ iBegjPrin^i j PaymentArrount M jPiincIpal Paid •RemaWrq Baiaiice
JuneofMIT i ffll3,749.68| S2J7ais! ' O-Oo' S2,370.1S:

. «iaa)i8| ^nyiii i3.i92.«l ^^00'
561,379,53i

, 517,854^1
8/iaM19: 517,^.44; S6,717Ji: 12.1K:S8:' 44,547.93' "
?•"??<??! 473,30551; 56,7175li 11,i22L70! «,604.ffii 427 711 711
ygggHj 5g,n7B 46,aee.27; '

o-wii5. i 3g0,000mi ,8.954.57! M1,0«:43
i .1 .1 86,^.sb! 613,749.67'

Notice: This is an estimated loan amortization sdiedule. Actual amounts may vary if
payments are made on different dates or indifferent amounts. This isaproposed
amortization schedule. Ifyou would like to make alarger initial payment at lease closing
we willmake that adjustment

TABLE "B**

Bonner County Road &Bridge Department will make one payment atthe time the Lease
closes in the amount of$23,921.76. The closing for the Lease is anticipated to occur in
August of2017. The initial Lease amount, after the closing payment, will be $256,428.24.
Balloon payment of $205,000 which equals thebuyback nmnnnt

j. . iPayment Date i^Prfn^al iPayment Amount InterestPmt
jUMeOoshiJ !Ai®ist^7 ! MCtmoo! " 23,921.76 ""
j li ^,4^4i B574.73
! 2j 242,®IJ7l

.?! , . 2^^m1 19,574.73!
i 8/15/2021! 214.M.5gj ii??4.73i
ii! ^•ofsasx. ™.293,ii: Tos.t^qoj

[Totals: I ' 307>220.6a^

IprfndpsI iRemainir^ Balance i
-OOQ; 2332176-' 256.42aa»;

2^^^57j
B.8P.0© ^£^511

5,381791 H19194' 214,813.581

Z00,293.1lj
4;706.B9i ac»!

•

Notice: This isanestimated loan amortization schedule. Actual nmmmts may vary if
payments are made ondifferent dates orindifferent amounts. This is a proposed
amortization schedule. Ifyou would like to make alarger initial payment at lease closing
we will make that adjustment.



G)lumbiaBank
P.O. Box 967

414 Church Street, Suite 100

Sandpoint, ID 83864

Phone (208) 263-0505 Fax (208) 265-5295

October 2, 2017

Bonner County Road & Bridge Department
Attn: Steve Klatt, Interim Director.

Re: Lease - One JD Motor Grader

Dear Mr. Klatt:

In connection with the lease for the John Deere Grader, I am enclosing the following for
review and/or signature:

• Municipal Equipment Lease Purchase Agreement with Exhibits and Amortization
Sehedule;

• Incumbeney Certificate;
• Agreement to Provide Insurance;
• Attorney's Opinion Letter; and
• Blank IRS Form 8038-G for your convenience(the IRS Fonn is to be completed

and a copv of it returned with signed doeumentsl.

In order to proceed with the transaction, Columbia Bank will need the Resolution
approving the documents and authorizing their execution by the Board Chairman
(copies of the lastResolution is provided for youreonvenience). Please include the
Resolution when returning the executed documents to us.

Additionally, please include the County's down payment check in the amount of
$23,921.76 payableto ColumbiaBank with the documents.

Please do not hesitate to eontact me at (208) 265-3306, or on my cell at (208) 290-7465 if
there are any questions.

igh D. Gavin
Viee President and

Commercial Loan Officer



Idaho- Small Issuer

Lease No. 1716863

MUNICIPAL EQUIPMENTLEASE PURCHASE AGREEMENT

THIS MUNICIPAL EQUIPMENT LEASE PURCHASE AGREEMENT (the
"Lease") dated as of October 3,2017, by and between BONNER COUNTY, IDAHO, ("Lessee")

and COLUMBIA STATE BANK ("COLUMBIA STATE BANK").

WITNESSETH

WHEREAS, with regard to the Equipment (hereinafter defined), COLUMBIA STATE BANK owns or can acquire such
Equipment and Lessee desires to lease said Equipment through this Lease provided;

NOW, THEREFORE, in consideration of the covenants below, the parties agree to enter into the Lease, including all related
Acceptance Certificates (as hereinafter defined), as amended fi'om time to time as follows:

1. Assignment to COLUMBIA STATE BANK: Lease to Lessee: Term: Title: Securitv Interest: Tax Certifications

Section 1.1. Assignment to COLUMBIA STATE BANK. Lessee assigns to COLUMBIA STATE BANK all rights, ifany, which
Lessee has or may hereafter acquire in the Equipment, which is defined to be the personal property identified specifically in Exhibit
"B" hereto (the "Installment Lease Payment Schedule") which Exhibit "B" sets forth various matters related to such Equipment
and related purchase orders (the "Purchase Orders"), as issued to any supplier of Equipment (the "Vendor"), reserving to lessee,
however, so long as Lessee is entitled to possess the Equipment, all rights to property (other than the Equipment itself) and service
which suppliers are obligated to provide during the term ofthis Lease. Lessee irrevocably constitutes COLUMBIA STATE BANK
its true and lawful attorney with full power to demand, receive, and give acquittance for all moneys and claims with respect to
Purchase Orders, to endorse any related instruments and to institute any proceedings which COLUMBIA STATE BANK deems
advisable.

Section 1.2. Lease to Lessee. Subject to the terms hereof, COLUMBIA STATE BANK will lease each item ofEquipment ("Item")
to Lessee, and Lessee will lease each Item fi'om COLUMBIA STATE BANK by making the installment lease payments (the
"Installment Lease Payments") according to the schedule described in Exhibit "B" hereto. The cost of each Item, delivery and
installation charges, COLUMBIA STATE BANK'Slegal expenses, origination fees, and all other related costs are included in the
total cost of the Item as shown in Exhibit "B."

Section 1.3. Term. This Lease will be effective on the date hereof. With respect to any Item, except as may be otherwise specifically
provided in this Lease, the "Initial Term" and the obligation to make the Installment Lease Payments provided for in this Lease
and as set forth in the Installment LeasePayment Schedulehereto will begin on the execution ofa certification in a form satisfactory
to COLUMBIA STATE BANK and Lessee, substantially in the form attached as Exhibit "A" (the "Acceptance Certificate") hereto
and will expire or terminate upon the first to occur of: (a) the end of the fiscal year of Lessee ("Fiscal Year"); (b) an optional
payment date as specified in Exhibit "B" attached hereto ("Optional Payment Date") upon which date the Lessee may prepay the
price of an Item (die "Option Price"); (c) an event ofdefault, as defined in Article V below ("Event of Default"), and a termination
of Lessee'spossessionof the Item; or (d) the later of the last installmentpaymentdate ("InstallmentLeasePaymentDate") specified
in Exhibit "B" or the date on which all Installment Lease Payments are paid.

At any time during the Initial Term and during any subsequent one-year "Renewal Term" thereafter, the Lessee may, in its sole
discretion, renew this Lease for the next subsequent one-year Renewal Term by budgeting and appropriating fimds to pay
Installment Lease Payments for such Renewal Term and by giving "Notice of Intent to Renew" to COLUMBIA STATE BANK.
The Notice of Intent to Renew shall be accompanied by a certified copy of the resolution or other official action of the Lessee
adopting its budget which includes the expenditure of fimds for Intallment Lease Payments for the Renewal Term. In the event
COLUMBIA STATE BANK shall not have received the Notice of Intent to Renew thirty (30) days prior to the expiration of
Lessee's Fiscal Year, COLUMBIA STATE BANK will notify the Lessee of such non-receipt, and the Lessee shall then have
fifteen (15) calendar days to deliver to COLUMBIA STATE BANK its Notice of Intent to Renew.

If the Lessee does not deliver the Notice of Intent to Renew within fifteen (15) calendar days, or if the Lessee shall at any time
notify COLUMBIA STATE BANK that the Lessee has elected to not renew this Lease for an additional Renewal Term, an "Event
of Nonappropriation" shall be deemed to have occurred. Upon an Event of Nonappropriation, this Lease shall terminate on the
last day of Lessee's Fiscal Year.

47395.MAIN.82596C



Subject to the preceding sections, this Lease may be renewed for a total of Five (5) consecutive one-year Renewal Terms
commencingon the first day of Lessee's Fiscal Year and ending on the last day of such Fiscal Year.

Expiration or termination of this Lease will terminate all obligations of Lessee with respect to such Item (except to the extent
moneys have theretoforebeen appropriated for such purpose). Upon terminationdue to an Event of Nonappropriationor an Event
of Default, Lessee will transfer title to the Item to COLUMBIA STATE BANK and the Lessee's right to possession of the
Equipmentconstituting, and all its interest in the Equipment, will termiante as of the last day of Lessee's Fiscal Year. Nothing in
this Section or elsewhere in this Lease will be deemed in any way to obligate the Lessee beyond its current Fiscal Year.

Section 1.4. Title. Title to each Item will pass to Lessee upon the execution and delivery of an Acceptance Certificate subject to
COLUMBIA STATE BANK'Srights hereunder. Lessee will keep each Item free ofall encumbrances except COLUMBIA STATE
BANK'S security interest.

Section 1.5. Security Interest. To secure payment of all amounts due under this Lease and to secure the performance and
observance by Lessee of all the covenants expressed or implied herein. Lessee does hereby grant a security interest in the
Equipment to COLUMBIA STATE BANK in accordance with the Uniform Commercial Code ofIdaho. Upon payment in full of
all Installment Lease Payments and other obligations hereunder, COLUMBIA STATE BANK shall release its security interest in
the Equipment.

Section 1.6. Tax Certification and Indemnification.

(а) Lessee agrees and certifies as follows:

(1) Moneys on deposit in any fund or accoimt related to this Lease will not be used in a way that will cause the interest
component of any Installment Lease Payment to be included in COLUMBIA STATE BANK'S income for federal tax
purposes;

(2) No use will be made of proceeds of the Lease, or any funds or accoimts of Lessee whichmay be deemed to be such
proceeds, which would causethe Lease to be an "arbitrage bond" underSection 148 of the Internal Revenue Code of 1986,
as amended, and applicable regulations thereunder (the "Code"). Lessee will complywith the requirements of Section 148
of the Code;

(3) Lessee covenants for the benefit of COLUMBIA STATE BANK and any subsequent ownerof COLUMBIA STATE
BANK'S rights hereunder that it will nottake any action or omit to take anyaction with respect to theLease, the proceeds
thereof, anyother funds of theLessee or theproperty financed with theLease if such action or omission (i)would cause the
interest component of the Installment Lease Payments made hereunder to lose its exclusion from gross income for federal
income tax purposes imder Section 103 of the Code, or (ii) would cause such interest component to lose itsexclusion from
alternative minirmim taxable income as defined in Section 55(b)(2) of the Tax Code except to the extent such interest is
required tobe included in the adjusted current earnings adjustment applicable to corporations under Section 56ofthe Code
incalculating corporate alternative minimum taxable income. Thecovenant in thissubsection shall remain in frill force and
effect notwithstanding thepayment in full or defeasance of theLease until thedate onwhich allobligations of theLessee in
fulfilling the above covenant under the Code have been met;

(4) Lessee will file Internal Revenue Service form 8038G or 8038GC, whichever is applicable, in the manner and time
required to meet therequirements of Section 149(e) of the Code, and provide to COLUMBIA STATE BANK evidence of
the Lessee's filing of such form and any other necessary documents;

(5)TheLease willnotat anytimebe a "private activity bond" (asdefined in Section 141 of theCode);

(б) Thereasonably anticipated amount of taxexempt obligations as described in Section 103(a) of theCode ("Tax Exempt
Obligation") (including qualified 501(c)(3) bonds and excluding other private activity bonds) which will beissued byLessee
and its subordinate entities during any calendar year in which an Acceptance Certificate is delivered will not exceed
$10,000,000. Not more than$10,000,000 of obligations issued by Lessee during anycalendar yearin whichan Acceptance
Certificate is delivered willbe designated byLessee forpurposes of Section 265(b)(3) oftheCode. Lessee anditssubordinate
entities havenot issuedanyTax-Exempt Obligations during this calendar year otherthanthis Lease and the obligations set
forth on Exhibit "C" attached hereto. This Lease has been entered into on the basis that COLUMBIA STATE BANK will
be entitled to the exception contained in Section 265(b)(3) of the Code (the "Exception") with respect to the deduction of
interest expense allocable to tax exempt interest. If, as a result of the falsity or breach of Lessee's representations or
agreements in this Section 1.6, COLUMBIA STATE BANK will nothave orwill lose theright toclaim theException, upon
thirty (30) days' written notice to Lessee by COLUMBIA STATE BANK, Lessee shall, to theextent permitted bytheLease
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and by applicablelaw,pay COLUMBIASTATEBANKan amountwhich,in the reasonableopinionof COLUMBIASTATE
BANK and after deduction of all taxes required to be paid by COLUMBIA STATE BANK with respect to receipt of such
amount, will cause COLUMBIA STATE BANK'S net after-tax return over the term of this Lease to equal the net after-tax
return that would have been available if COLUMBIA STATE BANK had been entitled to the Exception.

(b) Lessee is exempt fi'omthe arbitrage rebate requirements of Section 148(f) of the Code because:

(1) Under Section 148(f)(4)(D) of the Code (i) it is a political subdivisionof the State of Idaho with general taxing powers
and is not a subordinateentity of any other political subdivision, (ii) this will not at any time be a "private activitybond" (as
defined in Section 141 of the Code), (iii) 95% or more of the net proceeds of this Lease will be used for local governmental
activities of the Lessee within the meaning of Section 148(f)(4)(D)(i)(Ill) of the Code, (iv) Lessee has not issued any Tax
ExemptObligations in this calendaryearotherthanthis Leaseandthosereferenced in Section1.6(a) above,(v) theaggregate
face amount of all Tax Exempt Obligations(other than private activitybonds), includingthis Lease, which will be issued by
Lessee and its subordinateentities during the calendar year in which an Item is deliveredwill not exceed $5,000,000.

(2) Lessee is entitled to the exceptionunder Section 148 (f)(4)(B)(I) of the Code because the gross proceeds (as defined in
Section 148(f)(6)(B) of the Code of this Lease (including costs of issuance) will be expended for and allocated to the
governmentalpurposes of this Lease within six months after the date hereof.

(c) To the extent Lessee fails to qualify for either of the above rebate exceptions due to its actions suring the term of this
Lease, it will (i) timely pay to the United States any payments necessary to preserve the tax-exempt status of the interest
component of the Installment LeasePayments (provided, that this sectionis not intended to createa debt for purposesof the
Constitutionof the State of Idaho) and (ii) take a such actions that may be necessary to comply with the rebate requirements
of Section 148(f) of the Code.

(d) COLUMBIA STATEBANK, on behalf of Lessee, will pay the proceeds of this Lease to the Vendor of the Equipment
no later than five (5) business days after execution of the Acceptance Certificate. Lessee therefore reasonably expects that
suchproceeds willbe spentwithin the three-year temporary periodprovided in the Treasury Regulations issuedor proposed
imder the Code including amendments and successor provisions thereto (the "Regulations").

(e) Lessee has investigated the facts, estimates and circumstances in existence on the date hereof, together with Lessee's
exceptions as to future events. These are true and are complete in all material respects, and on the basis of such, it is not
expected that the use of the saleproceeds hereofor anyothermoneys or property willbe used in a manner whichwill cause
this Lease to be an arbitrage bond within the meaning of Section 148 of the Code. Such expectations are reasonable, and
there are no other facts, estimates or circumstances that would materially change such expectations.

(f) Noneof the proceeds hereofwillbe used,directly or indirectly, in any trade or business carried on by any personother
than a Governmental Unit, which is defined to include any state of the United States and any political subdivision, agency,
instrumentality or entityactingbyor onbehalfof a state,but not including theUnitedStates or anyagency or instrumentality
thereof, no more than 10%of the Equipment will be used directlyor indirectly in a tradeor business carriedon by any such
person, and no more than 5% of the Equipment willbe used directly or indirectly in a tradeor business carried on by any
suchpersonwhichis not related to any government use of suchEquipment.

(g) Thepayment of the Installment Lease Payments will not be directly or indirectly (i) secured by any interest in property
used or to be used for a private business use or payments in respect thereof, or (ii) derived from payments in respect of
property or borrowedmoney used or to be used for private business.

(h) None of the proceeds hereof will be used, directly or indirectly, to make or finance loans to persons other than a
Governmental Unit.

(i) No person, other than Lessee or another Governmental Unit, will use the Equipment on any basis other than the same
basisas the general public; and no personotherthana Governmental Unit willbe a userof the Equipment as a resultof (i)
ownership, or (ii) actual or beneficial use pursuant to a lease or a management or incentive payment contract, or (iii) any
other similar arrangement.

(j) Within fifteen (15) dayspreceding the datehereof. Lessee has not sold (nor will it deliver within fifteen (15) daysafter
die date hereof)any other obligations pursuant to the sameplan of financing, whichwillbe paid fromsubstantially the same
source of funds (or which will have substantially the same claim to be paid from substantially the same source of funds)
withoutregardto guarantees fromunrelated partiesas thisLeaseor whichwillbe paiddirectly or indirectly fromtheproceeds
hereof.
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(k) No Item is expected to be sold or otherwisedisposed of prior to the expirationhereof.

(1) The certifications and representations made herein are intended, and may be relied upon, as a certificationdescribed in
Section 1.148-2(b)(2) of the Regulations.

(m) COLUMBIA STATE BANK represents as follows;

(1) The interest rate on this Lease is not unreasonably high.

(2) COLUMBIA STATE BANK enters into this Lease for investment purposes, however, COLUMBIA STATE BANK may
at any time, without notice, grant a security interest in, transfer or assign this Lease, items or rights and remedies as
COLUMBIA STATE BANK to any party, with such party assuming all, part, or none of COLUMBIA STATE BANK'S
obligations. Lessee shall not assert against such party any defense, counterclaim, or offset Lessee may have against
COLUMBIA STATE BANK. Lessee acknowledges that any such grant, transfer or assignment would not materially change
Lessee's duties, risks, or interests imder the Lease.

(n) Due to its actions during the term of the Lease, should the payments hereunder be deemed by the State of Idaho or the
federal government not to be exempt fi-om income taxation. Lessee agrees that it will pay as additional sums hereunder
sufficient funds to adjust the interest to be paid herexmder to an amount equivalent to the income contemplated hereunder as
a tax exempt transaction. Said adjustment will be retroactive and apply to any installments already paid by Lessee to
COLUMBIA STATE BANK to the extent that any ruling by any such taxing authority requires the payment of additional
tax upon payments already received by COLUMBIA STATE BANK.

11. Pavment of Installment Lease Pavments: Warrantv Disclaimers

Section2.1. Agreementto Pav. During the Initial Term and any RenewalTerm, Lessee will pay COLUMBIASTATEBANK
fi'om funds appropriated therefor andanyothermoneys legally available for thatpurpose at theplaceset forthin Exhibit "B"or
suchother place as COLUMBIA STATE BANK maydesignate the Installment Lease Payments, in suchamounts, including
principal and interest, and on such date as called for in each Supplement hereto along with the reasonable expenses of
COLUMBIA STATEBANKrelatedhereto,exceptexpenses includedin the costofthe Equipment pmsuantto Section1.2,and
any other payment required under theLease. If anyamount payable hereunder is notpaid within fifteen (15) days after it is due.
Lessee will payto COLUMBIA STATE BANK anamoimt equal to two percent (2%) ofsuch overdue payment plus interest on
such overdue payment at therate of twelve percent (12%) perannum asa supplemental payment. Lessee's payment obligation
hereunder isnotsubject toanydefense, rightof setofforcounterclaim arising outofanybreachbyCOLUMBIA STATE BANK,
hereunder or otherwise, or out of any indebtedness or any liability at any time owing by COLUMBIA STATE BANK.
COLUMBIA STATE BANK HAS NO RIGHT TO COMPEL LESSEE TO LEVY OR COLLECT TAXES TO MAKE ANY
PAYMENTS REQUIRED HEREUNDER, OR TO EXPEND FUNDS BEYOND THEAMOUNT PROVIDED FORIN THE
THEN CURRENT FISCAL YEAR OF LESSEE.

Section 2.2 Warranties. COLUMBIA STATE BANK MAKES NO EXPRESS OR IMPLIED WARRANTIES AS TO ANY
MATTER WHATSOEVER, INCLUDING THE EXTENT OF OR ENFORCEABILITY OF ANY CLAIM, WARRANTY,
AGREEMENT OR REPRESENTATION ASSIGNED TO LESSEE UNDER ARTICLE III BELOW. NO DEFECT OR
UNFITNESS OF ANY ITEM WILL RELIEVE LESSEE OF ITS OBLIGATIONS HEREUNDER. COLUMBIA STATE
BANK MAKESNO REPRESENTATION, WARRANTY OR COVENANT, EXPRESSOR IMPLIED,WITH RESPECTTO
THE EQUIPMENT, OR ITS DELIVERY, INSTALLATION, DESIGN, PERFORMANCE, SPECIFICATIONS,
CONDITION, DURABILITY, SUITABILITY, FITNESS FOR USE OR MERCHANTABILITY. AS BETWEEN
COLUMBIA STATE BANK AND LESSEE, ALL EQUIPMENT IS ACCEPTED AND PURCHASED HEREUNDER BY
LESSEE "AS IS, " "WHERE-IS, " AND "WITH ALL FAULTS," AND COLUMBIA STATE BANK WILL NOT BE
RESPONSIBLE FOR ANY PATENT OR LATENT DEFECTS THEREIN, OR ANY DAMAGES, WHETHER ACTUAL,
SPECIAL, CONSEQUENTIAL OR INCIDENTAL, ARISING THEREFROM. Under no circumstances will COLUMBIA
STATE BANK be liable for actual, special, incidental, consequential or otherdamages ofor to Lessee or anyotherentityarising
out ofor in connection with the maintenance, use or performance of the Equipment.

Section 2.3. Prenavment. If no Event ofDefault or event which with notice or lapse of time, could become an Event ofDefault,
exists, upon thirty (30) days priorwritten notice Lessee may prepay thepurchase price ofall,butnotless than all. Items onany
Optional Payment Date bypaying the applicable Option Price in Exhibit "B" plus the Installment Lease Payment due onsuch
date, whereupon COLUMBIA STATEBANKwill releaseits securityinterestin the Items.
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